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The Role of  Prices in the Health 

Care Spending Growth

Michael Chernew



High Health Care Spending is a 

Problem
Strains public budgets

Puts downward pressure on wages 

ïAnd tax revenue as a result

Distorts labor markets

Encourages less generous coverage

ïImposes risk on individuals

ïDiscourages use of needed health care



Basic model of health care spending
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Increases in prices explain recent 

spending growth

Health Care Cost Institute ñ2018 Health Care Cost and Utilization Reportò 

https://healthcostinstitute.org/images/pdfs/HCCI_2018_Health_Care_Cost_and_Utilization_Report.pdf

�Î On balance itôs unlikely quality justifies price


